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More Securities Requisitioned 


Since the war began there have been two 
requisitionings of United States securities held by 
residents of this country. The second of these was 
six months ago. The Treasury now announces a 
third requisitioning, this time of some sixty Canadian 
securities, of which one is a large sterling issue (the 
Grand Trunk Perpetual 4 per cent. - Consolidated 
Debentures) and the remainder are payable solely 
or optionally in Canadian dollars. The securities 
acquired by this requisitioning will be marketed in 
Canada, thus providing Canadian dollars to be used 
in payment of imports from the Dominion. We may 
expect that the same care will be exercised in placing 
these securities on the Canadian markets as has been 
shown by the authorities in their corresponding sales 
of United States securities in New York. Clearly, 
the maximisation of dollar receipts would not be 
achieved unless the _ securities were unloaded 
gradually and in orderly fashion. Payment for the 
requisitioned securities will be made approximately 
one month after delivery at sterling prices laid down 
in the orders. A new feature is introduced, however, 
into the present requisitioning. Money due for 
requisitioned securities may be subscribed directly 
to either the 24 per cent. National War Bonds or the 
3 per cent. Defence Bonds. The Bank of England 
will accept subscriptions of £100 or more in multiples 
of 1d. for National War Bonds, and the Post Office 
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subscriptions of £25 or more, subject in each case to 
a maximum of £1,000. Subscriptions to Defence 
Bonds must be for £5 or multiples of that amount 
and no person may hold Bonds in excess of £1,000 
at any one time. 


A Method for Encouraging National Savings 


The principle of making it a simple and obvious 
process for large receipts to be reinvested by the 
recipient in war savings is one that can hardly fail 
to help the savings campaign. Admittedly a large 
proportion of the receipts from the requisitioned 
securities would be reinvested in any case. But if 
the investments were bonght on the open market, 
some part of the total amount of money involved in 
the purchases would be spent on consumable goods 
by the sellers of the investments. Since consumption 
must be restricted, it is to the country’s advantage 
to short-circuit the Stock Exchange in circumstances 
such as these and to encourage direct rather than 
indirect subscriptions to national savings. The same 
principle can be carried further, to cover other large 
disbursements to individuals. In the case of life 
assurance, for example, large sums are received by 
individuals by way of claim payments. The gross 


total, in the industrial and ordinary branches com- 
bined, was in the region of £100 million last year 
and will probably be in excess of that figure for the 
present year, mainly because of war mortality. 
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Well-directed propaganda would ensure that a very 
large part of these claim monies would be invested in 
Government loans. The advantage of short-circuiting 
the Stock Exchange as mentioned above would apply 
in equal force to this case. But if the co-operation 
of the life offices were secured, an even more important 
result would accrue, for there would be a reduction 
in the proportion of claim receipts spent on con- 
sumption goods by the recipients. 


Credit for Agriculture 


Few accountants in agricultural areas can escape 
from the persistent grumbles of their farmer clients 
against the banks. Even though bank credits have 
been granted on a more liberal basis since the out- 
break of war—for the banks have attempted to play 
their part in the “ Dig for Victory’”’ campaign 
and have been able to do with the knowledge that 
their security is improved by guaranteed agricultural 
prices—many farmers still do not receive all the 
financial assistance which they think should be forth- 
coming. The banks have no prejudice against 
farmers as recipients of bank loans other than the 
very reasonable one based on the commonly accepted 
fact. that there is a smaller percentage of credit- 
_ worthy borrowers in agriculture than in most other 
lines of activity. Clearly, banks cannot be expected 
-to lend unless they are quite assured of the security 
_ of their loans. If as a result of the pressure of war- 

timé requirements for home-grown foodstuffs, greater 


risks are to be taken in financing agriculture than the . 


banks see their way clear to bear, then it is necessary 
‘for the risks to be borne by the community as a whole. 
There was an admission of this fact by the Govern- 
ment, when it set up the Agricultural Requisites 
Advances Scheme, under which public funds were 
advanced ‘to farmers for war-time purposes—which 
5 gy in the main, the expansion in ploughed-up 

nd. But the rate of interest was 5 per cent. and 
loans were for the most part of short duration, so 
that the scheme has not been notably successful. 
The functions of the scheme are now being extended 
to include advances for ditching, drainage and the 
purchase of certain materials, such as coal and oil, 
needed by farmers. The total expansion in loans 
induced by this departure will, however, be small, 
and a more encouraging step is the appointment of 
bank nominees to the County Executive Committees. 
These nominees, who will be called Farm Credit 
Liaison Officers, will receive and consider complaints 
which may be made by farmers regarding the in- 
sufficiency of credit facilities. As a result, they may 
be able to ensure that no farmer who merits bank 
loans shall fail to obtain them and that the ad- 
vantages of the banks’ more liberal war-time policy 
are generally available. It will still be the task of 
the farmer himself to farm his land successfully and 
profitably. 


Pension Funds and Income Tax 


The Association of Superannuation and Pension 
Funds issues to its members from time to time 
memoranda of a practical character. It is a con- 
siderable facility to such funds to receive, where 
they are entitled to do so, dividends without deduction 
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of tax. A recent circular contains a revised list of 
stocks inscribed or registered in the books of the 
Bank of England or of the Bank of Ireland (Belfast 
Registry) in respect of which this facility is available. 
The list has been revised because new issues of stocks 
have been made since previous lists were issued. 
Where a fund is not liable for income tax, application 
should be made to the Inspector of Taxes, giving 
him full particulars of the stocks concerned. The 
information must include the Bank of England 
three-part number of the holding, which is shown 
on the dividend warrant or interest statement below 
the name of the registered holder. 


A further point which the Association has dealt 
with concerns the income tax deducted on refunded 
contributions, where the scheme provides that such 
tax shall be deducted. The trustees of approved 
funds must account to the Inland Revenue for tax 
at one-fourth of the standard rate, namely, 2s. 14d., 
in respect of sums with interest which may be refunded 
to contributors or upon commutations which may be 
made tothem. The calculation is a little complicated 
because the Inland Revenue require tax only on the 
net or actual amounts paid to contributors. The 
memorandum issued by the Association indicates in 
detail how the calculation may be made. Until the 
Finance (No. 2) Act, 1940, was passed, funds were 
working on a standard rate of 7s. 6d. In the earlier 
part of the current fiscal year there was therefore 
an under-deduction which apparently amounts to 
approximately 24d. in the £. The trustees of funds 
must decide whether they will seek to adjust the 
deductions by recovery from the individuals con- 
cerned or whether the under-deductions shall be 
borne by the funds. 


Scrap 


It is three months since we were told by the 
Minister of Supply that a survey was to be made of 
the nation’s resources of heavy scrap. The survey 
was launched at the middle of last month. But 
how different: from what was expected! Instead of 
a nation-wide survey, only two “ representative ”’ 
counties, Somerset and Glamorgan, are to be covered 
in the first instance. Instead of experts in the work 
of demolition and dismantling—who, aided by full- 
time assistants, could hope to produce in a reasonably 
short time sufficiently close estimates of our metal 
resources lying idle in derelict factories, disused 
bridges, abandoned mines and quarries—the over- 
worked surveyors of local authorities are charged 
with this heavy duty. Of what use will be the 
statistics thus produced, for the two “ representa- 
tive ’’ counties ? Just as the public will lose interest 
in all salvage and scrap collection schemes if village 
dumps are to continue to be a “ mile high,” to use 
Mr. Herbert Morrison’s phrase, so industry can hardly 
be expected to be enthusiastic about efforts to 
swell our scrap supplies, if the Government produces 
such half-hearted plans as those for this survey. 
Imagination and drive seem to be conspicuously 
lacking in the responsible sections of the Ministry of 


Supply. 
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INDUSTRY AND TRADE 
IN WAR-TIME 


‘ Business as Usual ’’ was a slogan already out of 
place when war broke out, fourteen months ago. 

here was a tendency, nevertheless, for business 
men to avoid the grim realities which war was soon 
to force upon them. By now they can have no 
delusions. At this stage in the war it must be plain 
to all that the most far-reaching changes in our 
industrial and trading structure are not merely 
inevitable, but must be accelerated and expanded. 
The health and morale of the people must be main- 
tained, but no more consumable goods and personal 
comforts can be produced than are necessary for 
that to be ensured. Every available man-hour, 
every unit of raw materials that can possibly be 
spared,, is needed to produce the weapons, munitions 
and instruments of war. Our resources are not 
without limit ; our needs are limitless. 

Business men can no longer be judged and can 
no longer receive their reward by the standards of 
peace-time. The most efficient producer of an un- 
necessary commodity cannot expect his efficiency 
to gain him exemption from the general ban upon 
unnecessaries. He must be prepared to close his 
business, even if his less efficient competitors must 
close theirs before he is called upon to do so. 
The transfer from peace to war in the country’s 
industry must not be impeded : it is, indeed, to our 
grave discredit that the word “transfer” can still 
be used in this particular context. The process 
should have been pushed towards completion long 
before now; we delay it in coming months at our 
own grave peril. 

Yet still we do not face the issue squarely. We 
adopt our several measures to hasten expansion 
in war industries and to divert resources from non- 
war employment. But these measures do not form 
part of a coherent policy, they do not work in unison 
towards a settled end. We rely too much upon 
indirect pressures of various kinds, and many of 


these are badly chosen and ineffectively applied. . 


We introduce a level of Excess Profits Tax of one 
hundred per cent. and operate it in such a way that 
it hits hardest those industries which we are most 
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anxious to expand and treats most leniently those 
which should contract. We bring into force a wide 
range of rationing orders, of the most diverse variety, 
to restrict the flow of raw materials to non-essential 
industries. But we set up no over-riding system of 
priorities to ensure that all the materials are allotted 
in the places where they are most urgently needed 
or that the allocations of the various controls are 
co-ordinated with one another. We say that business 
men must accept a falling-off of public demand 
because of the growing requirements of the State, 
but we do not adopt a policy which will ensure that 
an inflationary rise in wages is avoided. We argue 
that it is well for industry to be carried on, as far as 
possible, in the less vulnerable areas, but there is 
little evidence that evacuation and dispersal are 
carefully planned. 

The business men of this country will accept in the 
same spirit as the men of Dunkirk the trials and 
sacrifices they may be required to bear. But they 
are entitled to know that everything possible is being 
done to secure the greatest return from our war 
effort and to maximise that effort itself. Nor must 
they be faced with a contraction in activity in non- 
essential industries out of proportion to the expansion 
in war production. They will need to be assured that 
their businesses, by working with half the peace-time 
staff and on half the pre-war turnover, are thereby 
helping war production to multiply itself, that by 
closing down completely they are enabling vital 
work to absorb the resources released. This means, 
above all, that an imaginative and far-reaching 
policy is needed in the direction of war industries. 
Labour must be trained and placed in factories at a 
rate which will show that the present “ trainee ”’ 
system is only an ‘elementary exercise in a highly 
complicated process of transfer. The Government 
departments mainly concerned with factory pro- 
duction must co-ordinate their plans, with par- 
ticular regard to materials. Machine tools must be 
utilised twenty-four hours of the day, for seven days 
a week, in every factory producing for war purposes— 
and others should not possess machine tools at all. 
But can the Controller of Machine Tools lay his hand 
on his heart and avow that all our machine capacity 
is so used to-day? Excess Profits Tax should 
not form a deterrent to war expansion. But can the 
Chancellor of the Exchequer aver that this tax is not 
such a deterrent in its present form? The Seventh 
Schedule to the second Finanace Act of last year 
should give the industrialist who expands his war- 
time plant complete protection against post-war 
redundancy. But can the Inland Revenue say that 
this is assured? Is there not much that could be 


done, in the directions we have indicated and in - 


many others, to build up vast and highly efficient 
war industries to absorb step by step the efforts and 
resources of those industries which war makes 
superfluous ? 
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Purchase Tax and the Accounts of Registered 
) Firms 


Purchase Tax became chargeable on October 21 and 
accountants have already had much experience in 
advising on the provisions of the tax (briefly sum- 
marised in the accompanying table) and on the altera- 
tions which are necessary in the accountancy methods 
of registered manufacturers and wholesale merchants. 
Until further practical experience has been obtained, 
it is not possible to foresee all the complications which 
will arise, but certain tentative principles may perhaps 
be suggested. 

SALES 

It is essential that the amount of the tax should be 
shown separately in invoices for goods supplied by 
registered firms to retailers. A convenient form may 
be as follows :— 

Invoice or Statement 


£° & ¢. 

Chargeable goods (sufficiently described) - - - 

Delivery (if charged separately) _°-f - 

Packing and use of container (do.) --- 
-- - @) 

Deduct cash discount oe * to saps 

ment on or before .. . ) --- 

Net Total + = 
Purchase Tax at — per cent.onNetTotal - -— - (b) 

Total payable on a wv f- - - 


The same particulars should be given on copies of 
the invoice retained for reference. Where the charge 
to the retailer (i.e., (a) above) differs from the amount 
on which tax is due (through adjustments for notional 
values, containers and delivery charges) it may be more 
convenient to add to the invoice a statement showing 
the calculations of the tax. If the same customer is 
being supplied with goods chargeable at the full rate of 
tax, with goods chargeable at the half-rate and with 
exempt goods, it may be desirable to send separate 
statements for each class of goods or to provide a separate 
tax column in the statement. 

If the invoice is prepared in this way, it will be 
possible to write up the sales book, which will normally 
have columns for the items marked (a) and (b) in the 
form above. In any case, the Commissioners recom- 
mend that there should be a separate column showing 
the tax charged to the buyer. Similarly in the returns 
inward book there should be a column showing tax 
credited in respect of goods returned or other allowable 
credits : in order that these credits may be properly 
vouched the credit notes should give particulars of the 
tax adjustment. If sales or credits are passed through 
in respect of exempt sales (to another registered firm 
or to a Government department on a tax-free basis) 
there will, of course; be no entry in the tax column 
and it is suggested that ir these cases the registered 
number of the buyer or the serial number of the 
Government contract or order should be noted in the 
sales book or the returns book for record purposes. 

When payment is received on an invoice, the amount 
received in respect of tax should be shown in a separate 
column in the cash book. Typical headings are illus- 


trated below. 
Cash Book (Dr. Side) S 
Sales Ledger 
Date Name Discount Cash Bank Goods Tax 
Nov. 1 J. Smith £5 £133 — (£105 £33 


The sales ledgers will be written up in the usual way, 


though in some cases it may be found convenient to 
have a separate tax column, or even separate tax 
ledgers, to facilitate reconciliation at the end of financial 
periods. 

PURCHASES 

The Commissioners require that “‘ all chargeable goods 
received or purchased tax free from other registered 
firms or from abroad must be recorded as such and that 
the seller’s name and address or the importation par- 
ticulars must be traceable if required.’’ In practice, 
the trade purchases of registered firms will be made 
tax free, with few exceptions, and no alterations will be 
necessary in the design of the purchase book, provided 
that the required particulars are shown. It should be 
noted, however, that such tax-free purchases include 
only goods required as material for use in manufacture 
or as stock for wholesale trading: other purchases (for 
example, of office stationery or equipment for the firm’s 
own use) will be made with tax added and will normally 
be passed through the trade expenses book, at the gross 
amount payable. 

OTHER RECORDS 

It is provided that ‘‘ in the case of a manufacturer, 
his records should contain particulars of all chargeable 
goods manufactured.”” The precise implications are not 
clear but it is probable that in most instances the normal 
production records will suffice. 

Other records and documents which should be kept 
include (a) copies of invoices and statements, (6) orders 
for goods supplied to other registered buyers, (c) 
Government tax-freeorders or contracts, (d) importation 
and exportation particulars, where appropriate, (e) 
delivery records, and (f) the firm’s own certificate of 
registration. It will also be found convenient to compile 
a summary-of the tax chargeable on each class of — 
sold, for reference when invoices are being prepared or 
quotations given. 


NoMINAL LEDGER ENTRIES 

The Commissioners recommend that “‘ the additional 
records referred to”’ (under “‘ Sales’ above) “‘ should 
be totalled monthly or quarterly as may be convenient 
and summarised in a separate Purchase Tax Account.” 
Taken in conjunction with the prescribed form of 
return this recommendation seems to envisage the 
following type of account in the nominal ledger :— 


Dr. PuRCHASE TAx ACCOUNT Cr, 
Period I (October 21, 1940-December 31, 1940) 
To Amount to be By Tax on sales of : 
carried forward chargeable 


to next period goods delivered 
in respect of during the 
tax on goods period (total of 
not yet paid for tax column in 
(total of tax in- sales book) ... £ 


cluded in sales Deduct tax on 
ledger balances) c/d £ returnsand 
» Balance, being credits (total 


tax now pay- of tax column 

able to Com- in returns in- 

missioners (to wards book) ... £ 

be agreed with 

total of tax 

column in cash 

book) £ 
£ a 5 
RT ————ae AT 
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Each Subsequent Period 


To Amount-to be By Amount 
carried forward brought _for- 
to next period ward from last 
(being tax on period (being 
goods sold in tax on sales 
this period but not yet paid 
not yet paid for) B/d ... £ 
mer | », Lax on sales of 

,, Balance, being chargeable 
tax now pay- ‘ goods delivered 
able to the during the peri- 
Commissioners : od (from sales 
(a) In re-. book) og Eh 

spect 
of pre- Deduct : 
vious (a) Tax on 
period £ returns 
(6b) In _ re- and 
spect credits £ 
of sales (6) Tax on 
during bad 
this debts of 
period £ £ previous 
period { 


£ £ 
The complexities of this account will be better under- 
stood if it is remembered that there is an option to 
carry forward in each period the tax on goods for which 
payment has not been received. The amount of the 
tax so carried forward will, however, be payable in 
the next period irrespective of whether or not the goods 


have been paid for, subject to any allowed abatement ~ 
for bad debts. Unless, however, the bad debt has been | 


proved by the end of the period following that in which 
the goods were delivered, tax must be paid in full and 
any abatement subsequently allowable will be by way 
of refund or deduction from subsequent returns. 

An account of the type suggested above presents no 
difficulties in the first period of the tax. Subsequently, 
however, there will be many complications if the balance 
brought down is not kept in exact agreement with the 
tax portion of the sales ledger balances. For this 
reason it may be convenient, as previously suggested, 
to provide a separate tax column in the sales ledgers. 
The ingenuity of the accountancy profession may per- 
haps be profitably exercised in finding some simple way 
of achieving the desired results, namely :— 

i. That the tax payable to the Commissioners can be 

readily ascertained when it becomes due. 

ii. That the balance sheet item for debtors does not 
include any amounts collectable, not on behalf of 
the business but for the account of the Com- 
missioners. ; ; 

In the space available, it is possible only to indicate 
other problems which will arise. Where a system of 
mechanical book-keeping is in operation, it has been 
recognised by the Commissioners that it can be adapted 
to meet the necessary requirements on different lines 
from the procedure outlined above, although the general 
principles will be unchanged. The accounts of hire- 
purchase concerns will present special difficulties, which 
are briefly mentioned in paragraph 21 of the Com- 
missioners’ Notice No. 74. Imported and exported 
goods require much consideration : they are mentioned 
in Notices 74 and 77 at considerable length. The 
method of dealing with payments on account (77 (20)), 
the calculation of notional wholesale prices (74 (23)) and 
delivery expenses (74 (25)) will all require attention. 
Special records will also have to be kept of goods trans- 
ferred by registered manufacturers or wholesale mer- 
chants to their own retail shops or departments. 
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‘ a AUDIT 
The Commissioners require that the accounts in 
connection with the Purchase Tax should form part of 
the audited accounts of the business. In all cases where 
independent auditors are employed to audit a firm’s 
accounts, arrangements should be made for the 
periodical returns to be certified as correct by the firm’s 
auditors either at the time they are rendered or as may 
be convenient according to the times at which the 
firm’s books are audited. 

The form of auditors’ report is under discussion and 
it is therefore impossible at present to define the auditors’ 
responsibility for Purchase Tax returns. It will be, 
recalled, however, that a form of certificate was agreed 
between the Board of Trade and representatives of the 
accountancy profession in relation to the Piece-Goods 
and Miscellaneous Goods Orders, 1940: if the same 
form of certificate were adopted for Purchase Tax 
returns it would read approximately as follows :— 

Auditors’ Report 

“We have examined the method adopted in 
arriving at the figures set out in the annexed Return 
and are of the opinion that it is a reasonable one. 
We have conferred with the officials and employees 
concerned in the compilation of the figures and have 
made such tests as we have considered necessary. 
Having received such information and explanations 
as we have required, we report that, in our opinion, 
the figures comply with the statutory provisions 
and the directions of the Commissioners of Customs 
and Excise.” ; 

It is, of course, contemplated that auditors will make 
such qualifications as they think necessary, having 
regard to the wide variety of circumstances which will 
arise in practice. Reference should, for example, be 
made to any cases in which there is doubt as to the 
precise tax liability. The report should normally be 
made on the letter heading of the auditors and should 
be attached to the return, which should be initialled for 
purposes of identification. 

PURCHASE TAX 
SUMMARY OF GENERAL PROVISIONS. 

(References are to Notices of the Commissioners of Customs 

and Excise) 
October 21, 1940, to Decem- | 74 (6) 
ber 31, 1940 (thereafter quar- | 77 (19) 
terly unless otherwise pro- 
vided). 


See Notices 74 and 78 of the 
Commissioners of Customs 
and Excise (and any subse- 
quent amendments thereto) 
as to categories of goods 
charged at 4 and } of whole- 
sale value respectively. 


i. Manufacturers of and | 74 (8) (9) 
wholesale dealers incharge-| and (10) 
able goods. 77 (4) 

ii. Wholesale import and | 74 (11) 
export merchants and 
ships’ store dealers dealing 
in chargeable goods. 

iii. Multiple shops making 
bulk purchases. 


i. Manufacturers and dealers 
whose gross takings from 
sales of chargeable goods 
_ do not exceed £2,000 per 

annum. 

ii. Businesses which supply 
services, e.g., laundries, 
auctioneers. 

iii. Firms engaged only in 

repair work. 


First period for 
returns. 


Chargeable 
goods and 
rate of tax 
thereon. 


Persons 
required to 
register. 


74 (12) 


74 (8 
77 (3 


74 (13) 


74 (14) 


= 
Se 
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Persons who | Manufacturers not otherwise | 74 (12) 

_ have the op- | registerable but using charge- | 77 (6) — 
tion of 'regis- | able goods as materials for 
tering. manufacture. 


Chargeable | Taxnormally becomes charge- , 74 (22) 
transactions | able :— 77 (5) and 

(a) When the goods are de- (20) 
livered on sale from a 
registered manufacturer or 
wholesaler to retailers or 
other unregistered persons. 


_ (b) When the goods are trans- | 74 (2) (19) 
ferred to retail branches or and (20) 
| departments of a manu- | 77 (8) 
facturer’s or wholesaler’s | . 
business. 
| (c) When goods are imported 74 (3) 
_| for home use by an un- | 77 (15) and 
| registered person. . / (16) 
Exemptions i. Sales to another registered | 77 (8) 
from tax. | person as materials for | 
| making other goods or as | 
| stock for wholesale trade. | 
_ ii. Imported goods which are | 74 (3) 
in bond or transit. 
| iii. Goods exported by a regis- | 74 (4) : 
tered person. | 77 (21) 
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Exemptions 

from tax—continued 

iv. Sales to a Government | 77 (11) 
department if order or 
contract was on tax-free | 
basis. 

v. Trade samples supplied 77 (12) 
free of charge in small | 
quantities. | 


Calculation of | The tax is based on the whole- | 74 (21) 
tax. sale price chargeable to an (23) to (25) 

independent retailer, includ- 77 (13) 

ing delivery and packing ex- 

penses but after deduction of © 

any cash discount shown on | 

the invoice which is freely | 

available to buyers generally. | 74 (24) 


i. Goods not paid forduring 74 (6) 
the period (may be carried | 77 (20) 
forward for ome period , and (22) 
but baddebts will be > 
allowed). 

ii. Credits for returned goods. | 77 (21) 

iii. Cash discounts (see para- | 74 (24) 
graph above). 


Permitted 
deductions. 


Excess Profits Tax 


This article on practical points arising from the Excess Profits Tax is in continuation of the series recently 
published. 


Working Proprietor—By Section 13 (2), Finance 
(No. 2) Act, 1939, as amended by Section 31 (1), 
Finance Act, 1940, the term “ working proprietor ”’ 
means a proprietor who has, during more than one- 
half of the chargeable accounting period in question, 
worked full time in the actual management or conduct 
of the trade or business. It appears that in some 
districts a very narrow interpretation is placed on 
this definition, and where a director of a company 
spends a fraction of his time as a director of a sub- 
sidiary or associated company (using the term 
“subsidiary ” as it applies in company law and not 
the restricted E.P.T. sense), the Revenue contend 
that he cannot be regarded as a working proprietor. 
Presumably, a sole trader or partner who is also a 
director of a public company is in the same category. 

If ever a liberal interpretation was called for it 
is here and we are surprised that so narrow a con- 
struction should even be suggested. The Acts do 
not mention continuous work and we are of the 
opinion that if it can be shown that on 183 days or 
more out of the 365 days in the year, full time was 
devoted to the one business, the definition. should be 
satisfied. If the time spent on purely subsidiary 
directorships, etc., is of occasional and not daily 
occurrence, it does not detract from the full-time 
nature of the employment. 

What constitutes full time is another question. 
The senior partner, nearing the date of retirement, 
may spend a few hours a week at business, being all 
that his age and health will permit ; a young junior 
partner, on the other hand, may work into the small 
hours of the morning regularly. It is suggested that 
full time means not the number of hours worked in 
the day, but the exclusion of other, business interests. 


In defining ‘working proprietor’ for E.P.D. 
(Section 45 (1), Finance Act, 1920), it was expressly 
enacted that “‘no person shall be deemed to be a 
working proprietor in the same accounting period 
in respect of more than one trade or business,’’ and 
in Textile Materials Co. v. Commissioners of Inland 
Revenue (2 A.T.C. 13) Rowlatt, J., seems to suggest 


- that a person who takes an active part in the conduct 


of two or more businesses cannot be said to be working 
full time in one merely because he is giving it all the 
time it needs. This proposition seems unassailable, 
but if the person is giving, say, four days a week to 
one business, is he to be regarded as a working 
proprietor so long as the rest of the week is spent on 
holiday, but not as a working proprietor if he attends 
directors’ meetings occasionally on the fifth day ? 

As a concession, the Revenue admit as a working 
proprietor a person who, but for military or other 
war service, would otherwise be qualified, and it is 
difficult to believe that the official interpretation is 
as narrow as has been suggested in other cases. If 
it is, there appears to be a strong case for amending 
legislation. We shall be grateful if readers will keep 
us informed of the result of appeals on this and 
similar points, to enable us to collate such information 
for the benefit of their colleagues, and for the purpose 
of bringing to the notice of the proper quarters such 
defects as call for alleviation. 

An Anomaly.—The provision that all businesses 
carried on by a person are to be treated as one 
business is having an anomalous effect in some cases. 
For example, a person carries on two businesses on 
the outskirts of London. For the first chargeable 
accounting period he was liable to E.P.T. Recently, 


_ however, one of the businesses has started to show a 
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loss, owing to current events. This loss will continue 
for the duration of the war. It is unlikely, however, 
that a similar fate awaits the other business, and 
excess profits are anticipated to continue. 

Were it not for E.P.T., the business showing the 
loss would be shut down; as things are, however, 
it will not cost the owner one penny out of his own 
pocket to continue running the business—it will 
merely reduce the E.P.T. he has to pay in respect 
of the profits on the other business. In other words, 
he can retain his connection by keeping the business 
open at the expense of the Revenue. Patriotism 
will rarely rise to heights sufficient to do what would 
in other circumstances be inevitable. 

The above is a simple illustration; others can 
readily be imagined, and amending legislation to 
correct this anomalous state of affairs is obviously 
called for. 


Professions.—It appears up to the present that 
the Revenue’s interpretation of the exemption (as 
in the case of N.D.C.) regards a_ business as 
professional or non-professional purely according to 
which side of the line the main activities fall. This 
may, of eourse, vary from one chargeable accounting 
period to another. 

A great deal of publicity has been given to the 
case of estate and property agencies. These often 
include surveying, valuing and auctioneering, and 
the official practice appears to be to regard as non- 
professional the following sources of income :— 

(a) Commissions on collection of rents ; 
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(6) Commissions and fees on the sale and letting 
of properties ; 

(c) Insurance commissions ; and 

(d) Auction fees. 

Hitherto, fees for the valuation of property in 
connection with purchases, sales and lettings have 
been regarded as non-professional, but it appears 
that a change of view has now been admitted. 


E. P.T. — Inter-Connected Companies : Chargeable 
Accounting Periods 

It is understood that, where a company becomes a 
subsidiary member of a group of companies, the 
Commissioners will direct in every case that the date 
of the acquisition of the shares, or of the additional 
shares, as the case may be, will be treated as marking 
the end of a chargeable accounting period and the 
commencement of a new chargeable accounting period 
of the subsidiary company. A corresponding treat- 
ment will be applied where a company ceases to be a 
subsidiary member. The authority for such changes 
in what would otherwise be the chargeable accounting 
periods of a company after March 31, 1939, is con- 


’ tained in Rule 5, Part IV, Fifth Schedule, Finance 


Act, 1940, and applies to both Excess Profits Tax and 
National Defence Contribution. The principle is of 
particular importance in connection with transfers 
of deficiencies between members of a group of com- 
panies under Rule 6, Part IV, and also in respect 
of the assessment and recovery of E.P.T. for the 
accounting period within which the change occurs. 


. By W. J. BACK, Incorporated Accountant 


Not more than half-a-century ago the typical 
business unit was a concern owned by the persons 
who managed it and was small enough for their 
direct supervision; but the trend of economic 
development has resulted in the creation of large 
organisations, often using expensive plant and 
employing far more capital than could be found 
by a single individual or a family. 

During the same period a steep increase in the 
taxation imposed on large fortunes, both by way of' 
estate duties and income taxes, has reduced the 
capacity of the wealthy classes to provide capital, 
while the capacity to save and therefore to create 
capital has been more widely diffused through the 
community than ever before. The result of this 
process has been that the ownership of industrial 
capital has passed from the hands of the few who were 
expert in their own particular lines of business into 
those of the many who have each purchased, probably 
through the Stock Exchange, a relatively small 
interest in several businesses. Inevitably, therefore, 
control has in practice been separated from owner- 
ship and management is tending to become a pro- 
fession, the members of which have very little capital 
interest in the businesses they direct. The share- 


holder of to-day has usually no technical knowledge 
of the processes of the businesses in which he is 
interested and regards his holding as an income- 
producer, to be retained or disposed of in accordance 
with his judgment of the market. 

It was during this same period that accountancy 
developed; and inevitably its services first took 
the form of providing assistance to the accounting 
party (the management) in his duty to give account 
to the absentee and non-expert proprietors, and of 
verifying the account stated. The account prepared 


for submission to non-technical proprietors must 


necessarily be as free from technicalities as possible, 
and it must be a highly summarised statement 
covering a reasonably long period ; such principals 
do not want to know the day-to-day happenings of 
the business, and probably an annual account is in 
most cases best suited for the purpose. 

But there is another problem of no less importance, 
which has tended to be obscured by the discussions 
on the nature of annual company reports and the 
amount of the detail which ought to be included in 
the picture painted by the directors for the informa- 
tion of members. Half-a‘century ago it was possible. 
for expert management to supervise a business 


a 
|. 


26 
by day-to-day contact with its detail, but the progress 
of standardisation and mass production, together 
with large scale development and mergers which have 
brought’a number of separate businesses or establish- 


ments under a single control, has made it manifestly 
impossible for management to exercise effective 


contro! in the old fashion. If the amalgamation is 
to be anything but a collection of units, possibly 
competing among themselves and indulging in waste 
and overlapping, an effective central control must be 
established, and this can only be done by the manage- 
ment being in a position to take a bird’s-eye view, 
after sufficient study of all relevant detail, duly 
co-ordinated, and to make careful and detailed 
plans for the departmental chiefs, followed by a 
close consideration of continuous records of progress, 
thus enabling prompt action to be taken when 
necessary. 


The provision of the information necessary for the 
making of such a plan and for the supervision of its 
execution is what is meant by the statistical control 
of business; there is no other means of real control 
available in a great organisation, and properly used 
it is sufficient for the creation of unity and the 
maintenance of efficiency. 


The preparation of these records for the use of 
management requires the evolution of a new tech- 
nique, and the capacity to use the statistical tools 
available must also be developed; for even mana- 
gerial genius is dependent on the prompt supply 
and assimilation of adequate data. Adequate 
records will not create a manager, but management 
cannot function adequately without proper and 
sufficient records, and it is possible for the machine 
to grow in size and complexity until it controls 
the administration. It has long been evident that 
it is easier to combine businesses and companies 
into a legal entity than it is to create a unity out 
of the things combined. 


The most striking example of the operation of 
these methods, in regard to which information has 
been made publicly available, is the reorganisation 
of the London, Midland & Scottish Railway under 
the direction of Sir Josiah (now Lord) Stamp, covering 
the period 1927-32; some account of this was 
given in the Incorporated Accountants’ Journal for 
February, 1935 (page 174). 


The information desirable for proprietors who 
are interested in the value and the produce of an 
investment is a totally different thing from ‘the 
information essential to managers whose task it is 
to exercise daily supervision of business transactions 
and to secure, inter alia, the numerous small 
economies available to a great concern, particulars 
of which may easily be buried in the mass of detail 
recorded in each separate establishment or department. 
Statistical control requires : 
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(1) Planning in advance, which can only be done 
by persons with an adequate knowledge of 
the facts and in exercise of reasoned antici- 
pations of the future trends. 

(2) Continuous contact with, and control of, the 
changing position and progress of the several 
members involved in the plan; including 
necessary correlation of their progressive 
activities, so that, e.g., the department charged 
with the duty of purchasing raw materials 
is kept in step with the departments engaged 
in using those materials. 

The method of the statistician is that of breaking 
up aggregates; isolating individual sections; en- 
deavouring to collect all the factors relevant to the 
particular section under consideration and studying 
that section as a unit ; conducting a patient search 
for the detail which is significant; and preparing 
such statements as will discover and illuminate 
the underlying tendencies and factors. In the 
course of his investigations the statistician uses as 
his tools averages, percentages, modes of comparison ; 
and exhibits his results in tables and charts. As 
Professor Sargeant Florence says : 

“The object of statistical enquiry is to obtain 

a summary, but numerically accurate, description 

of some point at issue and to specify numerically 

the reliability or degree of accuracy of such 
summary, for the purpose of generalisation or 
prediction.” 

But the work of tabulation often calls for the 
exercise of a considerable amount of knowledge 
and judgment, because it may not be easy to decide 
whether, in the special circumstances, certain figures 
are sufficiently alike to be properly placed in the 
same class. Having satisfied himself as to their 
true equivalence, and that he has collected accurate 
and complete information from all the sources 
‘concerned, the statistician aggregates his equivalents, 
no longer heterogeneous masses of figures, but 
examined and reliable data. His problem is to 
present masses of figures in a sufficiently small 
compass to be capable of being taken in at a single 
view, without distortion of the facts or throwing 
them out of perspective. 

Finally, it may sometimes be necessary to prepare 
a report on the facts summarised for the assistance 
of the management, indicating the significance of 
the figures and considering them as a basis for 
suggested action. 

Unless, in the end, the statistician has reduced 
complicated matters to relative simplicity by the 
elimination of irrelevant and insignificant detail, 
so that the important factors and tendencies stand 
out clearly, he will have failed in his task, however 
accurate the mass of figures he produces. 


[ A further article on this subject will appear in the 
next issue of ACCOUNTANCY. ] 
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TAXATION - Taxation Notes 
Diminution of Earned Income 


The istiitiine. illustration of the relief for diminution of earned income for 1939-40 and 1940-41 will be a 


useful reminder of the application of the Acts :— 
Business Profits, years to December 31 :—1937, £1,000 ; 1938, £1,200; 1939, 4900; 1940, £710. 
Directors’ Fees, years to December 31 :—1937, . £400; 1938, £400; 1939, £300; 1940, £250; 1941, £250. 
Wife’s salary from business, {60 per ane Dividends, £1,000 per annum, free of tax. 


Original Assessments :— 1938-39 1939-40 1940-41 
Business, Sch. D — aie en 1,000 1,200 900 
Directors’ Fees, Sch. E set ss 400 375 287 


Wife’s salary, Sch. E 


Allowances :— 


Earned Income ..,. ase --. £292 £300 £208 
Personal ... Ai os” woe 180 170 
Additional Personal Pa is, 45 45 45 


2 Children 


£135 at 1/8 fl 0 £135 at 2/4 £15 15 0 £165 at5/- f41 5 O 
688 at5/6 189 4 0 855 at 7/- 299 5 0 559 at 8/6 237 ll 6 
£200 9 O £315 0 0 £278 16 6 
Life Assurance relief ... £50 at 2/9 617 6 £50 at 3/6 815 0 £50 at 3/6 8 15 0 
£193 11 6 £306 5 0 £270 1 6 
Sur-tax 
Income as above ... £1,460 £1,635 £1,247 
Dividends (gross) ... 1,379 1,538 1,739 
£2,839 £3,173 £2,986 
£2,000 ms £2,000 Rates not yet available. 
500 at 1/3 £31 5 0O 500 at 2/- {£50 0 0 
339 at 1/6 25 8 6 500 at 2/3 56 5 0 
173 at 3/3 28 2 3 
£2,839 £56 13 6 £3,173 £134 7 73 
Diminution of earned income relief :— 
1938-39 1939-40 1940-41 
Assessments as above ... ose nad --» £1,460 £1,635 £1,247 
Actual Income (by concession on accounting 
period for business) Sch. D ... .--» 1,200 900 710 
Sch. E one as 375 287 250 
Wife, Sch. E 60 , 60 


80 per cent. on assessments 


Increase ens eas ove -- £175 _— — 
Decrease _ Jos ows eos — £388 £250 
Deduct E.1.A. ... --- £300—{292 8 £300—{249 51 . 4 42 


~ £337 £208 


Relief . sea £337 at 7/- £117 19 0 £208 at 8/6 £88 8 0 
Less increase re 1938-39— 
1.T. £167 at 5/6 ... oa £45 18 6 Less Margin 
S.T. £161 at 1/6 ... —— se £1,0200—{997 23 0 0 
£14 at 2/6 ‘i site 1 15 
13 16 6 


59 15 0 


Net Relief for Income Tax £58 4 0 £65 8 0 

———= —=- 

Sur-tax relief: {£173 at 3/3 {28 2 3 Sur-tax on £250 at rates 
£215 at 2/3 ‘ik 243 9 to be fixed 


Relief for sur-tax £52 6 0 
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Had the margin in 1940-41 been, say, £100, there 
would have been no relief from Standard rate tax, but 
the excess, £100—{88 8s. O0d.—{11 12s., would be 
deducted from the relief for surtax for 1940-41. The 
sur-tax relief is the Cifference between the tax on normal 
total income and that on the reduced total income 
(including dividends, of course). 
Estate Duty on Property of Certain Companies: 
Benefits 
The new provisions in the Finance Act, 1940, super- 


seding those of the Finance Act, 1930, for preventing 


avoidance of estate duty through the medium of com- 
panies will require very careful study. In the first 
place, it will be noted that the type of company brought 
into the net is the same as for the parallel sur-tax 
cases, 1.e., companies under the control of five or fewer 
persons. Control has the same meanings as for sur-tax, 
but the term ‘‘ company ”’ is extended to include com- 
panies incorporated outside the United Kingdom. 

The benefits of the deceased from the company are 
to include :— 

(a) any income of the company, and any periodical 
payment out of the resources or at the expense 
of the company, which the deceased received 
for his own benefit, whether directly or 
indirectly ; ' 

(b) any enjoyment in specie of land or other 
property of the company or of a right thereover 
which he had for his own benefit, whether 
directly or indirectly ; 

(c) any such income or payment or enjoyment 
which the deceased was entitled to receive or 
have (the net annual value in the case of an 
enjoyment of land) ; 

(d) any such income, etc., which he could have 
become entitled to receive or have by an 
exercise in the three years ending with his 
death of any power exercisable by him or with 
his consent ; 

(e) interest at the average rate from the earliest 
date on which he could have become entitled 
to receive any payment (other than a periodical 
payment) from the company which he did not 
receive as a result of refraining from exercising 
a power in the three years prior to death. 

“* Periodical payment ’’ means a payment by way of 
dividend or interest, or of remuneration (other than a 
single lump sum payment), and any other pay:nent 
which is one of a series. ‘‘ Average rate’’ is the per- 
centage which the net income of the company for each 
accounting year bears to the principal value of the net 
assets of the company passing on the death, ascertained 
as laid down in the Act. 

No amount is to be taken into account more than once 
and where a notional amount is taken in under (d) and 
(e), due regard must be had to the effect that his receiving 
the benefit would have had in relation to other benefits. 
The notional amounts must be computed as if the 
deceased had acted in exercising his powers to his 
greatest financial advantage, but due regard must be 
had to any consideration he would have had to give, 
and such consideration must be deemed to have earned 
income at the average rate on its amount or value. 

The amounts of benefits must include any income tax 
which the deceased paid or bore in respect of the benefits 
in question. 

A benefit which the deceased received or became 
entitled to receive is regarded as accruing to him at the 
earliest time at which he could have obtained receipt 
of it. A benefit consisting of income of the company 
or a periodical payment which he onan have become 
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entitled to receive by exercise of a power in the three, 
years preceding death must be regarded as accrued at 
the earliest time he could have received it if he had acted 
to his greatest financial advantage. Interest and 
enjoyment in specie are to be apportioned to appropriate 


periods. 


Current Assessment Notices 

The increase in the amount of income chargeable at 

the reduced rate makes Form 70 a little difficult to 

understand in some cases, particularly owing to depart- 

mental practice in setting off reliefs. As a simple 
example, the following is typical :— 

‘Partnership of two single ladies; assessment £500. 
The firm owns the business premises, assessed at a net 
anntal value of £105, building society interest payable 
£99. 

The assessment on the firm reads :— 


Profits Be AS £500 

Personal allowances 200 

£300 

Chargeable at 5s. £75 0 0 

Less Relief on Income 

taxed at standard 

rate, {6 at 3/6 ove a a 

£73 19 0 


Form 70 shows the relief but does not include the 
Schedule A assessment, which, on enquiry, is found to 
be £6 at 8s. 6d. The simpler method of assessing the 
Schedule A income at 5s.,as it has to be adjusted anyway 
by reference to the building society interest, is apparently 
too much trouble—yet the two districts involved have 
had to communicate to arrive at the adjustment on 
the Schedule D assessment. 

A further point which causes unnecessary work to the 
profession is the considerable number of arithmetical 
and other errors in assessments. Whilst the current 
circumstances are well known, there appears to be no 
reason for a lack of internal check. These errors work 
both ways, e.g., in a recent assessment notice for 1940-41, 
a married taxpayer was allowed £180 as the personal 
allowance. A tightening up of procedure in the 
Departments would be welcomed. ; 


E.P.T.—Increased Standard 

Where application is made for an increased or sub- 
stituted standard under Section 27 (2), Finance Act, 
1940, no difficulty will generally be raised by the 
Commissioners against a grant of the full 6 per cent. (or 
8 per cent.) on the paid-up ordinary share capital of 
the standard period, where the capital was originally 
fully represented by assets employed. This is subject 
to the overriding limitation in Section 27 (5), but the 
Commissioners will not insist on the exact computation 
of the value of the capital employed, theoretically 
required under that subsection; they will normally 
accept the balance-sheet values at the commencement 
of the first accounting period relevant to E.P.T., unless 
such values are obviously too high or the taxpayer 
proves them to be too low. 

As to the “‘ going-concern ’’ value to be placed on the 
assets for the purposes of applications under Section 
27 (3) to the Board of Referees, the term is not likely 
to be taken in practice as requiring a revaluation of the 
assets, i.e., the balance-sheet values at the commence- 
ment of the first accounting period will normally be 
acceptable, subject to the exclusion of any ‘“ dead” 
assets. 
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When the amount of the increased standard has been 


determined in-zelation to the capital employed in the 
selected standard period, allowance will be given for 


any increase in the capital employed in the chargeable 
accounting period at 8 per cent. (or 10 per cent.), whilst 
a reduction in the capital employed will result in a 
diminution at 6 per cent. in the amount of the increased 
standard. 
Deduction of Tax at Source 

In some quarters objection has been raised to the 
deduction of tax at source from wages and salaries on 
the grounds that,the notification of the assssment to 
the employer will divulge the amount of any outside 
income. The Chancellor has said that the only figure 
which will be notified is the actual amount of tax to be 
deducted and appeared to think that this would dispose 
of the matter. That it does not do so is shown by the 
following experience. A correspondent has had credited 
to his account in Rhodesia for the past ten years income 
from a foreign possession. . The 1940 Finance Act makes 
such income taxable on the basis of the amount of the 
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‘income arising in the place of the remittance. 


For a 
number of reasons, and partly as a concession, it was 
agreed with the Inspector that the whole amount of 
the income for the past ten years should be made the 
subject of a 1940-41 assessment, When this assessment 
was raised it was found that the Inspector had allocated 
the whole of the taxpayer’s personal relief of £100 and 
the reduced rate relief of £165 to the Schedule D assess- 
ment. The result will be that the employer will be 
required to deduct tax from the salary at the full rate 
of 8s. 6d., less only earned income relief. If he is. 
interested he may arrive at the conclusion that his 
employee has an untaxed income from other sources 
amounting to {265 per annum, which may suggest to 
him either that the employee is undertaking other work 
outside the business or that he is the owner of possessions 
which are not taxed by deduction of a capital value 
exceeding £5,000. In most cases it will be a matter of 
indifference both to the employee and the employer, 
but it is possible to visualise instances where 
embarrassment may be caused. 


By W. B. COWCHER, 0O.B.E., B.Litt., Barrister-at-Law 


Income Tax—Payments made by life assurance society— 
Annuity contract guaranteeing repayment of capital 
invested—Whether payments capital or income. 

In Sothern-Smith v. Clancy (K.B.D., June 6, 1940, 
T.R. 359) the question was whether payments under 
an annuity contract called a ‘‘ Refund Annuity ’’—the 
description was significant and important—made between 
appellant’s brother and a life assurance society were 
taxable as income. The Special Commissioners’ decision 
for the Revenue was reversed by Lawrence, J. 

The brother had paid a single premium of $65,243 
to secure a life annuity of $6,510. The policy described 
the premium as “ capital invested’; and there was a 
guarantee that if the total of the payments up ‘to the 
time of death were less than its amount the society 
would continue paying the annuity to the brother’s 
sister or his widow until the total payments equalled 
the sum invested. Should annuitant and beneficiary 
both die before this position was reached the payments 
were to be continued to legal representatives. 

For the Revenue it was contended (1) that the contract 
provided for a terminable annuity to the appellant 
combined with a life annuity to the brother, (2) that 
the fact that the terminable annuity was measured by 
the sum paid under the policy did not preclude the 


payments being of a revenue character, (3) that because 


no debt pre-existed the contract, and no property was 
sold, there was no presumption that the payments were 
repayments of capital. Reliance was placed upon 
Coliness Iron Co. v. Block (1881, 6 A.C. 315; 1.T.C. 287) 
and Perrin v. Dickson (1929, 2 K.B. 85, 8 A.T.C. 367; 
14 T.C. 608) was distinguished. 

Lawrence, J., held that the contract contemplated 
refund of capital in any event and that the absence of 
pre-existing debt was immaterial. Rejecting the other 
arguments, he based his judgment upon Baron Watson’s 
classic definition in Foley v. Fletcher (1858, 3 H. & N. 
769) that ‘“‘an annuity means where an income is 
purchased with a sum of money and the capital has 
gone and ceased to exist, the principal having been 
converted into an annuity.” 

It would seem to be clear that under the contract in 
the case the only element at risk was the profit or 
interest expectant from the $65,243 paid on the policy. 


Income Tax—Tvrade—Revenue or capital—Sums paid by 
electricity authority in respect of generating station taken 
over—Income Tax Act, 1918, Schedule D, Case I— 
Electricity (Supply) Acts, 1882 to 1932. 

Cattermole v. Reigate Corporation, Kneen v. Woking 
Electric Supply Co., Ltd. (K.B.D., June 12, 1940, 
T.R. 363), are cases which arise out of the institution 
of the grid system and very large amounts of tax are 
affected by the issue. The main questions in both cases 
were identical, namely, whether the amounts paid by the 
London and Home Counties Joint Electricity Authority 
to the two undertakings under agreements in 1932 and 
1933 respectively were trading receipts. By these 
agreements the respondents were bound to take all 
their elecritcity from the authority, and electricity 
generated by them was to be for and on account of the 
authority. The latter was to make payments to the 
respondents to cover the cost of generation, including 
compensation to displaced employees, and charges for 
interest and repayment in respect of loans on their 
generating plant. The authority controlled the opera- 
tion of the generating stations ; but these were operated 
intermittently, and afterwards closed down. The pay- 
ments in question were to be made irrespective of whether 
they were operated or not. Apart from this main 
question, there were numerous subsidiary points. 

The Special Commissioners had decided in favour of 
the respondents ; and upon the main question this was. 
affirmed by Lawrence, J. The subsidiary issues were 
held over. The grounds of the Commissioners’ decision 
were that as a result of the agreements the generating 
stations could no longer be treated as integral parts of 
the respondents’ trade and that the amounts in question 
were built up upon a basis of compensation and could 
not be regarded as arising from trading. The Crown’s 
contentions were that the generation of electricity for and 
on behalf of the authority was part of the respondents’ 
trade in electricity and also that the payments had not 
the character of capital but of revenue payments. 
Lawrence, J., whilst holding that the payments were of 
a capital nature, disagreed with a finding in the Woking 
case to the effcet that there was a distinction between 
payments in respect of existing and future capital 
expenditure. He considered that the payments should 
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be regarded as an indemnity in respect of expenses 
incurred for and on account of the authority and the 
repayment in instalments of capital expenditure with 
interest. , 

The question will, no doubt, be submitted to higher 
authority. 


‘Stamp Duty—Conveyance on sale—Apprepriation of 
stock to a legacy—Tvransfer—Stamp Act, 1891, Section 54 
—Administration of Estates Act, 1925, Section 41. 

In Jopling v. Commissioners of Inland Revenue 
(K.B.D., June 10, 1940, T.R. 371) appellant was given 
a pecuniary legacy of £5,000 under a will which did not 
contain any power of appropriation. The executor 
appropriated certain stock to meet the legacy and the 
transfer was presented to the Commissioners for their 
opinion as to whether stamp duty was chargeable under 
Section 54 of the Stamp Act, 1891, as a conveyance 
on sale. The question was submitted to the Court for 
decision. Lawrence, J., decided in favour of the Crown. 

Appellant contended that Section 41 of the Adminis- 
tration of Estates Act, 1925, gave a new statutory power 
of appropriation which was not in the nature of a 
contract, and that the conveyarice to give effect to it 
was, in consequence, not a conveyance on sale. 
Lawrence, J., decided that the power of appropriation 
under the Act of 1925 did not differ in any material 
degree from the power which existed before. The 
transaction contained the element of contract: the 
executor proposed an appropriation and the legatee 
consented to it; in consenting, he discharged the 
executor from his obligation to pay the legatee in 
money. 

On the question of costs there was an interesting 
discussion. Mr. Jopling had offered to accept the 
opinion of the Law Officers upon the point. Eventually, 
the judge made no order. 


The Emergency 


In our November, 1939, issue we published the first 
instalment of a comprehensive guide to the war-time 
enactments and Orders which most concern the accountant. 
The series is brought up to date each month and the thirteenth 
instalment is given below. The summaries are not 
intended to be exhaustive, but only to give the main content 
of an Act or Order, the full text of which should be consulted 
if details are required. 


ORDERS 


COMPANIES 
No. 1687.—Order in Council amending the Defence 
(Companies) Regulations, 1940. : 

The Defence (Companies) Regulations (1940, No. 1213) 
provided that the annual return need not be included 
in the register of members, but must be forwarded to 
the Registrar of Companies. The amending Order 
allows a company to remove from the register of 
members, and dispose of, any return made before 
July 10, 1940, if a copy has been forwarded to the 
Registrar. 

(See AccounTANcy, August, p. 299.) 

COURTS 
No. 1744/L.29.—War Zone Courts Rules, 1940. 

Rules of procedure are laid down for trials before war 
zone courts in England and for review of the proceedings 
where required, under the Emergency Powers (Defence) 
(No. 2) Act, 1940, and the Defence (War Zone Courts) 
Regulations. 

(See AccounTANcy, September, p. 320.) 
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COMPANIES REGISTRATION OFFICE 
CHANGE OF ADDRESS. 


The Head Office of the Registrar of Companies in England 
is now situate at Grand Hotel, Llandudno. 


All documents required to be lodged with the Registrar 
with a view to the formation of new companies, as well as 
———_ woes te be registered or filed with or sent, 

elive or forwarded to the Registrar of Companies in 

England under the Acts specified below, should be sent to 
the above address. 

Companies Act, 1929 (and earlier Companies Acts s0 

far as they are in force). 

Limited Partnerships Act, 1907. 

Newspaper Libel and Registration Act, 1881. 

Railway and Canal Traffic Act, 1888. 

Assurance Companies Act, 1909. 

Railway Companies (Accounts and Returns) Act, 1911. 


The office at Bush House, Strand, London, W.C.2, will 
continue to be maintained for the following services only :~ 


(1) The inspection of the index to the names of companies. 


(2) The inspection of the files of companies formed before 
October 18, 1940. 

(3) The preparation of copies of documents and of cer- 
= required under Seciton 314, Companies Act, 
1929. 


(4) The sale of company registration forms. 


OFFICE FOR REGISTRATION OF BUSINESS NAMES 
CHANGE OF ADDRESS 

The office of the Registrar of Business Names is also now 
at Grand Hotel, Llandudno. 

All applications for registration of names and of changes 
of names and for particulars or copies of existing registrations 
should be sent to that address. 

The office at Chansitor House, Chancery Lane, London, 
W.C.2, is closed. 


EXCESS PROFITS TAX 
No. 1676.—Excess Profits Tax. Regulations dated 
September 17, 1940. 

Rules of procedure and forms are prescribed for 
applications and appeals to the Board of Referees under 
various provisions of the last three Finance Acts. The 
previous Regulations (1940, No. 177) are revoked. 

(See AccounTANCy, March, p. 164.) 


EXPORTS 
No. 1766.—Export of Goods (Control) (No. 35) Order, 1940. 
Further amendments are made in the list of goods of 
which the export is controlled. 
(See AccounTAncy, October, p. 10.) 


FINANCE 
No. 1590.—Securities (Restrictions and Returns) (No. 2) 
Order, 1940. 

The Securities (Restrictions and Returns) Order, 
1939, and the subsequent amending Order (1939, Nos. 
966 and 1300) are revoked and re-enacted with some 
amendments. The restrictions now apply to securities 
of which the principal, interest or dividends are payable 
in the currency of Argentina, the Belgian Congo, 
Belgium, Canada, the Netherlands East Indies, the 
Netherlands West Indies, France, Holland, Newfound- 
land, Norway, Panama, the Philippine Islands, Portugal, 
Sweden, Switzerland, or the U.S.A. Securities which 
have been exempted from these restrictions may be 
made subject to them by Treasury direction, and 
returns must then be made within fifteen days. 
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No. 1863.—Securities (Restrictions and Returns) (No. 3) 
Order, 1948. 

Nos. 1864 and 1865. Acquisition of Securities Orders, 
1940, Nos. 4 and 5. 

Holdings of Grand Trunk Railway Co. of Canada 
Perpetual 4 per cent. Consolidated Debenture Stock 
must be registered and will be taken over by the Treasury 
at the price of £104 4s. 5d. The Treasury is also 
acquiring holdings of about sixty Canadian railway and 
industrial securities which have already been registered. 

(See AccouNTANCY, October, p. 10, and this issue, p. 19.) 


No. 1732.—Order in Council amending the Defence 
(Finance) Regulations, 1939. 

No. 1733.—Order in Council amending the Defence 
(Finance) Regulations (Isle of Man), 1339. 

Ne. oe of Payments (Exemption) Order, 
1940. 

No sterling bearer securities may be brought or sent 
into the United Kingdom or the Isle of Man without 
Treasury permission. If a person who is, or has at any 
time since September 3, 1939, been in the United 
Kingdom or the Isle of Man is entitled to receive a 
payment in one of certain foreign currencies, or in sterling 
as a prescribed manner of payment for exports, he must 
not do anything to delay or prevent the receipt of the 
payment in that currency, and the Treasury may give 
directions for expediting the payment or for assigning 
the right to receive it to the Treasury. 

Persons entitled to receive payments in Argentine 
pesos, Portuguese escudos or Swedish kronor may 
accept payment in sterling from a special account of 
the country in question. 

No. 1778.—Regulation of Payments (General Exemptions) 
(Amendment) (No. 4) Order, 1940. 
No. ee of Payments (Bolivia) Order, 

Bolivia is added to the list of countries to which the 
regulation of payments applies. 

Nos. 1866, 1867, 1868. Regulation of Payments Orders. 

New Orders are substituted for those previously in 
force governing payments to or from residents in Canada 
and Newfoundland ; U.S.A., etc.; and Greece. 

(See AccounTANCy, October, p. 10.) 

No. 1740.—Order in Council adding Regulation 6a to the 
Defence (Finance) Regulations, 1939. 

Except by consent of the Treasury, no body corporate 
resident in the United Kingdom may transfer any 
business carried on by it to a non-resident, or remove 
the central management and control out of the United 
Kingdom. 

(See Accountancy, October, pp. 12-13.) 

No. 1683.—Order in Council: adding Regulation 60F 
to the Defence (General) Regulations, 1939. 

The Commissioners of Inland Revenue may, if it is 
necessary owing to hostile operations in Great Britain, 
make emergency arrangements for the stamping of 
cheques under agreements to be made with the banks. 


INCOME TAX 
No. 1776. Deduction of Income Tax (Schedule E) 
Regulations, 1940. 

Employers are to deduct Schedule E tax from 
salaries and wages in accordance with notifications to 
be issued by the Collectors of Taxes. ‘‘ Deduction 
periods ” are normally to be the half-years beginning 
on November 1 and May 1, or, for weekly wage-earners, 
January 1 and July 1. No deduction may reduce any 
pe below {2 2s. if the employee is paid weekly 
or {8 8s. if he is paid monthly (or, in the case of an 
employee entitled to the marriage allowance, {3 2s. 
or}{12 8s.). The employer must make a return by the 


ACCOUNTANCY 


31 


14th of every month of all employees who have left his 

service during the previous month, and must pay to the 

Collector by the same date all amounts of tax which 

he has deducted: A return of the total amount deducted 

and of any amounts not deducted must be made by the 
14th of the month following the end of each deduction’ 
period. 

(See Accountancy, October, p. 4.) 

LIMITATION OF SUPPLIES | 

No. 1760.—Limitation of Supplies (Woven Textiles) 
Order, 1940. 

Limitation of the Home Trade in certain Textiles. The 
Limitation of Supplies (Woven Textiles) Order, 1940. 
Explanatory Memorandum. 

No. 1829.—Limitation of Supplies (Woven Textiles) 
(No. 2) Order, 1940. 

No. 1823.—Limitation of Supplies (Woven Textiles) 
Order, 1940. Licence and Direction. 

No. 1760 supersedes the Piece-Goods and Made-up 
Goods (Cotton, Rayon and Linen) Order, 1940 (No. 561), 
with effect from October 1. ° 

For the period October 1, 1940, to March 31, 1941, 
the quantities of controlled goods in each class which 
may be supplied by registered persons are limited to the 
following percentages of the quantities supplied in the 
corresponding period a year earlier :—Linen 25 per 
cent., cotton and linen together 374 per cent., rayon 
66% per cent. Silk goods are added by No. 1829, with a 
limitation of 25 per cent. for the period October 15 to 
March 31. Goods may be supplied without restriction 
to producers of certain commodities who have served 
the prescribed notice on the supplier, to Government 
departments or for the execution of Government con- 
tracts, and to local authorities, railway companies, 
hospitals and some other organisations, or by direct 
exportation overseas. Registered persons and others 
may be required to keep such books, accounts and 
records, and to furnish such information, as the Board 
of Trade may require. No, 1823 provides for replace- 
ment of stocks lost through enemy action. 

(See Accountancy, August, p. 300.) 


PRICES OF GOODS 
No. 1806.—Prices of Goods (Price-Regulated Goods) 
(No. 2) Order, 1940. 
Building bricks are price-regulated goods. 
(See Accountancy, October, p. 10.) 
PURCHASE TAX 
No. 1771.—Purchase Tax (Commencement) Order, 1940. 
The purchase tax was brought into operation on 
October 21, 1940. 
(See Accountancy, October, p. 10.) 


TRADING WITH THE ENEMY 
No. 1625.—Trading with the Enemy (Specified Areas) 
(No. 3) Order, 1940. 

The provisions of the Trading with the Enemy Act, 
1939, are applied to French Somaliland. 

No. 1646.—Trading with the Enemy (Specified Persons) 
(Amendment) (No. 11) Order, 1940. 

Further additions, deletions and amendments are 
made in the list of persons deemed to be enemies. 

(See Accountancy, October, p. 10.) 

WAR RISKS INSURANCE . 
No. 1616.—Defence (War Risks Insurance) (No. 4) 
Regulations, 1940. 

From September 4, 1940, Part II of the War Risks 
Insurance Act, 1939, which provided for the commodity 
insurance scheme, and all Orders made under it, are 
extended to the Isle of Man. 

(See Accountancy, September, p. 321.) 
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EXECUTORSHIP LAW AND TRUSTS 
Appointment of new trustee by the Court—‘‘ Incapable 
‘of acting ’’—Trustee Act, 1925, Sections 36 (i) and 41 (i). 

An interesting point arising out of war-time conditions 
was dealt with in the recent case of In re May’s Will 
Trusts, May v. Birch (1940, W.N. 321). Two of the 
three trustees wished to determine whether they had 
power, pursuant to the Trustee Act, 1925, to appoint 
a new trustee of the will in place of the third trustee, 
the testator’s widow, who was living in Belgium at the 
date of the German invasion and was believed to be still 
in Belgium at the date of the summons. By Section 
36 (i) of the Trustee Act, where a trustee desires to be 
discharged or is incapable of acting, the continuing 
trustees may by writing appoint a new trustee in his 
place. By Section 41 (i), whenever it is expedient to 
appoint a new trustee but it is found to be inexpedient, 
difficult or impracticable so to do without the assistance 
of the Court, the Court may make an order appointing 
a new trustee. Crossman, J., refused to declare that 
the trustees had power under Section 36 (i) to appoint 
a new trustee in place of the widow; he could find no 
evidence that she was really incapable of acting. The 
right course was for the Court to appoint a new trustee 
under Section 41 (i). 


Power of appointment of new trustee—Question of validity 
of appointment by an infant. 

An interesting question came before Bennett, J., in 
Re Parsons’ Settlement (1940, 4 All E.R. 65), namely, 
whether an infant could exercise a power of appointing 
a new trustee of a settlement. There was no direct 
authority to guide his decision, although it is well 
settled that an infant is not bound by an act prejudicial 
to his interests. By a settlement made in 1920 the 
power of appointing new trustees was given to an infant, 
then only 9 months old, who, on attaining 25 years, 
was absolutely entitled to the trust property. Until 
he attained 25, the income was to be applied for his 
maintenance and the trustee was authorised to pay any 
surplus income to the infant’s mother. In 1940, whilst 
still under age, the infant executed a deed purporting 
to appoint his mother sole trustee of the settlement. 
The trustees, before transferring the trust fund to a sole 
trustee appointed by an infant, asked the Court to 
determine whether the deed of appointment was valid 
and effectual. The infant and his mother supported 
the appointment but it was challenged by one of the 
settlor’s personal representatives. In support it was 
argued that the power was either a power in gross or a 
collateral power over personal estate and therefore 
might be lawfully executed by the infant. But 
Bennett, J., pointed out that a power to appoint a new 
trustee differs technically both from a power to dispose 
of property in which an infant has no interest, and from 
a power to dispose of property in which an infant has 
only an interest which cannot be touched by the 
execution of a power (because such exercise could not 
prejudice the infant and does not concern his interest 
in property). It was not manifest that the settlor 
contemplated that it might be exercised during the 
infant’s minority. If the settlor and the original 
trustee had died soon after the settlement, the settlor 
could not have contemplated the exercise of the power 
by an infant unable to speak, read or write. It was, 
moreover, imprudent to appoint a single trustee of such 
a fund, even if an adult, and the Court would never 
make such an appointment. The mother need account 
to nobody and must often be in a position where her 
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duty and interest would conflict. The infant, in 
executing the instrument, was touching his interest in 
the trust fund. Therefore, he was not bound by it 
and his mother had not been validly appointed a trustee 
of the settlement. 


MISCELLANEOUS 
Master and Servani—Breach of contract by destroying 
post through selling business. 

In the recent case of Collier v. Sunday Referee Pub- 
lishing Co., Lid. (1940, 57 T.L.R. 2), Asquith, J., decided 
an unusual point regarding wrongful dismissal. The 
plaintiff was appointed chief sub-editor of the Sunday 
Referee, then owned by the defendant company. During 
the term of the contract the company sold the paper to 
another company, which did not take over the services 
of the plaintiff. For several months thereafter the 
plaintiff accepted from the defendant company sums 
the equivalent of his salary under the contract. They 
then suggested that he should do certain work different 
from that contracted for, during the remainder of the 
period of the contract, and that he attend their office 
for instructions. This suggestion he refused to adopt. 
On being sued for damages for breach of contract, the 
company pleaded that by refusing to attend the office 
the plaintiff had repudiated the contract. The Court 
awarded the plaintiff {666 damages, on the ground that 
he had not been engaged to do merely the ordinary work 
of a chief sub-editor, but the work of the chief sub-editor 
of a specified newspaper. By selling that newspaper 
the defendant company had destroyed the post to which 
they had appointed him and had thereby broken their 
contract with him. . 


IN PARLIAMENT 
Compulsory Stock Insurance Scheme 

Mr. Mander asked the President of the Board of 
Trade the amount of premiums collected since the 
inception of the compulsory stock insurance scheme 
and the claims made up to date. 

Major Lloyd George : After allowing for refunds 
under the concession made in regard to the premiums 
for September, 1939, and in respect of goods declared 
to be uninsurable, the premiums collected up to 
October 1 amount to £39,829,958. It is not in the 
national interest that the amount of claims should be 
disclosed. 


Mr. Henry Morgan, F.S.A.A., has been appointed a 
member of the Enemy Shipping Claims Committee 
which has been appointed to enforce claims against 
enemy owners or charterers of ships and to obtain the 


release of cargoes on enemy ships. The Committee 
will not deal with British-owned cargoes in German 
ships at neutral ports, but the London Chamber of 
Commerce will, as heretofore, continue its efforts to 
obtain the release of such cargoes. 


The Estate Duty Office, Inland Revenue, Somerset 
House, has been removed to the St. George’s Hotel, 
Llandudno, and the Accountant and Comptroller- 
General (Cashier—Death Duties) to the Queen’s Hotel 
Llandudno. 


Where a landlord allows a reduction in rent because of a 
tenant’s difficulties arising out of the war, claims for relief 
from income tax under Schedule A will be considered on 
their merits. 
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STUDENTS. 


Estate duty is, of course, a tax, just as income tax, 
local rates and tea duty are taxes, although it may not 
often be thought of in that way. Moreover, it is worth 
mentioning that it is one of the very few taxes now in 
force for which settlement can still be made other than 
incash. There are provisions whereby estate duty can 
be settled by the surrender of land and certain kinds of 
government stocks, and although up to the present no 
great use has been made of these provisions, it is 
interesting to conjecture what would happen if the 
liability to duty of those dying possessed of land were 
generally settled by the surrender of part of the land. 
The State could, of ,course, sell the land it had thus 
acquired, or it could itself become in the course of time 
a dominant, if not the exclusive, landowner. 

Many arguments have been based upon the fact that 
estate duty is computed by reference to capital values. 
It is often asserted that if a tax must be levied, then 
income should be taxed but not capital, since the taxing 


of capital leads to certain undesirable consequences. — 


It is not necessary here to examine any of these argu- 
ments in detail, but it should be noticed that the amount 
of a tax is more important than the method by which 
the amount is calculated. The basis upon which a 
tax is computed is not necessarily an indication of the 
fund out of which it is paid. In this connection, the 
name of the tax is often misleading. Obviously, a dog 
tax is not paid in any sense out of the dog, nor is income 
tax necessarily paid out of current income (though it 
usually is), nor need a tax based on capital values 
necessarily be paid out of capital funds. The correct 
way to regard the matter is that the payment of any 
tax will reduce the amount which the payer otherwise 
could have saved or spent as he wished. 

As might well be expected, the figures submitted to 
the Inland Revenue for estate duty purposes constitute 
one of the best indications of the manner in which 
wealth is distributed among the members of the com- 
munity. As an example, the following table represents 
a very compressed summary of information which can 
be obtained from the annual reports of the Inland 
Revenue. The figures are compiled from details sub- 
mitted upon applications for probate and administration. 

Number of Estates within 
given limits of value for the 
years ended March 31, 
1921 1931 1937 
veaes £100, not exceeding 


64,745 80,017 92,490 
Exceeding £ 1 ,000, “not exceeding 
£10,000 . --- 27,245 37,551 45,352 
Exceeding £10, 000, ‘not exceeding 
£100,000 -» 5,071 7,676 9,387 
Exceeding £100, 000, not exceeding 
£1,000,000 , sit 327 475 586 
Exceeding £1,000,000 ove ese 11 22 11 


97,399 125,741 147,826 
Total number of deaths in the 
United Kingdom (approx.) ... 588,700 573,900 597,800 
Like most statistics, these figures have to be inter- 
preted with care (e.g., in 1931 and 1937 Eire is not 
included ;_ the whole of Ireland is included in 1921), 
but even in this rather crude condition they are sufficient 
to indicate a high degree of inequality in the ownership 
of wealth. It should not, however, be thought that 
this result is peculiar to our own country, for these 
figures could be matched by very similar ones for other 
countries. 
Logically, the next step would be to inquire whether 
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or not this inequality is desirable. In this connection, 
two kinds of inequality would require discussion, that of 
wealth and that of income, and in relation to the latter 
it would be necessary to distinguish between earned and 
unearned income. Limitations of space forbid a dis- 
cussion of the point at this stage, but it would probably 
be correct to say that most economists would agree 
upon the desirability of achieving a distribution of wealth 
and incomes which would be nearer equality than the 
present distribution, provided that this state of affairs 
could be reached without detrimentally affecting pro- 
duction. 

In ‘“‘ The Economics of Inheritance,’’ Mr. Josiah C. 
Wedgwood inquires into the relation between inheritance 
and the distribution of wealth. One would expect a 
very direct connection between them. Mr. Wedgwood’s 
research confirms this, although his conclusions are 
guarded by reason of the difficulty of obtaining informa- 
tion. He finds that, in the great majority of cases, the 
large fortunes of one generation belong to the children 
of those who possessed the large fortunes of the pre- 
ceding generation, that fortunes built up in one lifetime 
are very rare, and that the minority who succeed by 
their own efforts attract an undue attention. Estate 
duty, therefore, by reducing the amount available for 
inheritance, more particularly in the case of large estates, 
is likely to operate in the direction of equality, although 
to judge by available evidence, there is as yet little to 
show that the distribution of wealth and incomes differs 
very much from what it was thirty or forty years ago. 

It is interesting to notice some of the suggestions 
which have been made from time to time for the reform 
of the death duties. These are usually designed with 
the object of increasing the revenues of the State or of 
reducing inequality without destroying the normal 
incentives to accumulation, or of achieving both these 
purposes at the same time. A duty on legacies without 
a similar duty on inter vivos gifts seems inequitable and 
although, in other countries, efforts to tax gifts have 
met only with indifferent success, that fact should not 
necessarily be accepted as any criterion with reference to 
Great Britain, where the administrative machinery is 
more efficient. Moreover, if it were desired to place 
emphasis on equalitarian principles, such a duty might 
be graded in accordance with the means of the legatee or 
recipient and not necessarily on those of the testator or 
donor. This would not be easy to operate, but the 
difficulties do not appear to be insuperable. Much was 
heard at one time of Rignano’s projects, whereby estates 
were to be divided into the part which the deceased had 
accumulated during his lifetime and the part which he 
had himself inherited, the:latter part being subject to 
a very much higher rate of duty than the former. But 
this, and in particular what Rignano called his 
“maximum” project (under which one part of the 
estate was liable to be taxed up to 100 per cent.), would 
raise administrative problems of enormous difficulty. 
Perhaps more practical from the administrative point 
of view was Dr. Dalton’s suggestion to the Colwyn 
Committee. He suggested that inheritances should 
be exchanged for annuities which would provide the 
same income, either for life or for a fixed period of years. 

The technicalities of estate duty are likely to occupy 
most of the student’s available time, but if he should 
wish to follow up some of these broader questions, he 
will find a good deal of information in the works of 
Lord Stamp, Professor Bowley, Dr. Dalton and 
Mr. Wedgwood. 


40 a Po 33 
ig 

b- ‘. 
d 

le 

vy 

g 

(9) 

S 

e€ 

IS 

y 

t 

7. ©) 

e 

f 


34 ACCOUNTANCY 


FINANCE 


The Month 


War Loan’s New Record 

It would have been a singularly far-sighted invest- 
ment adviser who would have interpreted the outbreak 
of war as a signal to sell industrial shares and buy fixed- 
interest securities. Past wars have invariably meant 
a booming equity market (at any rate, once the initial 
dislocation has subsided) and sooner or later a rise in 
interest rates and a collapse in gilt-edged. Yet over the 
past year stock markets have followed a precisely 
opposite course. Ordinary shares, according to the 
Financial News index, have on balance declined by 
some 12 per cent., even after the remarkable recovery 
from the panic levels of June, whereas the fixed-interest 
index shows an improvement of around 8 per cent. 
During the past month the outstanding firmness of 
British Government stocks has been fully maintained, 
War Loan having actually touched a new high level 
since the Munich conference of 102{ (including, of 
course, a fair amount of accrued interest). 

The foundation of this strength, both absolutely 
and in relation to industrials, was laid with various 
measures of control, such as the ban on capital issues 
competitive with the Government, the restrictions on 
physical investment and 100 per cent. E.P.T. But 
the proximate cause of the advance has undoubtedly 
been credit expansion, strikingly illustrated last month 
by a jump of no less than £115 million in bank deposits 
to a new record level of £2,597 million, an increase of 
£318 million on the year. Only to a minor extent have 
the banks supported the market directly, for although 
their combined investment holdings have shot up by 
#89 million in recent months to a new peak level 
of £697 million, the bulk of this expansion undoubtedly 
represents subscriptions to National War Bonds rather 
than purchases of gilt-edged in the open market. On 
the other hand, some proportion of the additional 
money in the hands of the public undoubtedly does 
find its way to the market, and it is this steady weight 
of investment money, coupled with a steadfast con- 
fidence in this country’s ability to withstand a German 
assault in any sphere, which explains the rising trend 
of security prices. In the absence of a runaway rise in 
commodity prices, of {which there is not the slightest 
sign, there seems no jreason to envisage any obvious 
limit to this process pf maintaining cheap money by 
glutting the public with liquid assets. indeed, the 
process is actually assisted by the wartime deterrents— 
both moral and physidal—on consumption expenditure, 
a factor which helps tp offset the inflationary tendency 
arising out of the restriction of consumption goods 
output. 


Dealing Under Difficulties 

Though movements over the past year have been 
divergent, the leading industrials have more recently 
been rising in sympathy with gilt-edged, indicating 
a belated movement towards the levelling up of yields 
in the two categories. Indeed, movements in most 
markets have been favourable to holders during October, 
an excellent performance for a month in which the 
effects of air raids have been so far thrust upon the 
markets’ notice as to occasion some physical incon- 
venience. For a few days it was necessary to conduct 
dealings in the underground Settling Room, the floor 
of the House not being available for business. The 
temporary use of the Settling Room as a dealing floor 
did not represent any retraction by the Committee of 


. burning could have been avoided by a straightforward 
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its view that the room is unsuitable as a substitute 
for the House during air raids. Owing to the narrow- 
ness of the staircases, members were, in fact, requested 
to leave immediately an alert was sounded. During 
warning periods, therefore, inter-office dealings stil] 
form the only mode of conducting Stock Exchange 
business. Fortunately, the efficacy of this system has 
been greatly improved by arrangements to continue 
the House telephone service after the warning has 
sounded. 


Oct. 28 Sept.25 Change 


War Loan 3} ole «+ 101 10143 —} 
Australia 5% 1945/75 104} 103 +1} 
Arg. 44% ... we 784 75 +3} 
G.W. Ord. est .. 33% 28 +5} 
Central Arg. Rly. ses 2} 4 —1} 
Bass in wie ..- 110/- 104 /- +6/- 
B.S.A. 17/6 15/44 +2/1} 
Guest Keen cee 21/- 19/6 +1/6 
Lever & Unilever . 23/- 20/- +3/- 
B.A. Tobacco _... on 4} 3} +} 
Randfontein 34/3 33/9 + /6 
Union Corpn. 6 5} +4 
Great Boulder 4/9 5/9 —1/- 


By far the most decided movement in individual 
groups has been the marked advance in home rails 
in anticipation of the 6 per cent. increase in fares now 
actually sanctioned. Argentine Government stocks 
have risen on a rumour that an agreement may be 
arrived at for the repatriation of such bonds in part 
payment for U.K. purchases of Argentine goods. Both 
tobacco and heavy industrials have attracted some 
interest. Before the general upward movement was 
checked for a time by the Japan-Axis pact and the 
Roumanian collapse, Kaffir shares enjoyed a prominence 
rather unflattering to Mr. Keynes’ contention that the 
danger of inflation is more remote than has been generally 
supposed. 


Restricted Securities—Partial Thaw 

Though the ban on dealings in restricted securities 
was partially lifted—after a deadlock of three months— 
on October 1, this has by no means wholly removed 
the grievances of investors in these securities. The 
relaxation of the ban has not meant any resumption 
of dealings or price quotations in the London market, 
since sales can only be made abroad, jobbers in London 
being allowed to act purely as agents. Application for 
permission to sell involves untold clerical formalities, 
thanks to the Treasury’s continued refusal to adopt 
the simple device of issuing deposit receipts, which 
would at once serve as a medium for transfers, and as a 
receipt for the securities whisked off to Canada without 
their owners’ knowledge. Some of the securities whose 
inclusion in the restricted list was little more than an 
anomaly, since their chief market was in London, have 
been derestricted, and sales have been sanctioned of 
Cahadian stocks registered in both countries even if 
the securities are still on this side. After a further 
month’s delay, however, no arrangements have yet 
been announced for sales between residents. Much heart- 


requisitioning order on the grand scale, for notwith- 
standing the recent call-up of Canadian stocks, 4 
large number of what are for all practical purposes 
purely sterling securities remain completely frozen. 
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Unilever Dividend Position 

Owing to the agreement for the equalisation of 
dividends between the British and Dutch companies, 
the German occupation of Holland has created a some- 
what complicated position for shareholders of Lever 
Brothers and Unilever Limited. While a sum of 
£800,000 was earmarked for the benefit of shareholders 
in the Dutch company after the war, should this be 
required, the directors of the British company took the 


PUBLICATIONS 


Essentials of Accounting. By W. A. Paton, Ph.D., 
C.P.A. (Macmillan & Co., Ltd., New York and 
London. Price 18s. net.) 


It might well be argued that the essentials of 
accounting must be simple, capable of adaptation to the 
various forms of business organisation and with the 
fundamental object of facilitating management. It is 
well to stress this simplicity especially in relation to a 
work extending to 830 pages on this subject, of which 
the primary purpose is to “ furnish material for an 
intensive course at the undergraduate college level.”’ 
Throughout the work the essential technique of 
accounting is expressed in simple terms, but the adapta- 
tion demands and receives thoroughness and breadth 
with due attention to the law, taxation, business finance, 
valuation and other collateral fields. The author is the 
Professor of Accounting at the University of Michigan 
and the book is naturally based on the concept of 
accounting in relation to American business methods. 
The underlying principles are the same on both sides of 
the Atlantic, but there is a difference in terminology, 
whilst the interpretation of statements conveys, perhaps, 
a wider meaning in America than in this country. The 
ordinary elaborations of double-entry bookkeeping may 
be said to rest largely upon the extension of the general 
journal and the use of specialised journals and Professor 
Paton considers this aspect in detail. Special emphasis 
is placed upon the importance of operating statistics 
as an aid to efficiency in the administration of business 
enterprise. In these days of intensive industrial develop- 
ment and large-scale activity it is imperative that 
management should be founded upon a sound statistical 
basis if satisfactory results are to be attained, and this 
necessitates a highly specialised type of analysis. But 
all accounting loses much of its value unless those for 
whom the work is undertaken have been properly 
instructed in the art of interpretation of statements of 
account. The author is inclined to criticise accountants 
on the ground that they have been preoccupied with 
problems of verification. The criticism is not entirely 
undeserved, but certainly those who study this work 
will have no excuse if they fail to realise the vital 
importance of intelligently compiled ratios either in 
Statistical or in diagrammatic form. The book is 
written for those who are engaged in full-time study at 
a University and is therefore somewhat elaborate for 
the student who is expected to engage in practical work 
during the day and to devote his “ leisure ’’ hours to 
study. The comparison naturally raises anew the 
question whether our system is right or whether it would 
be better that all accountant students in this country 
should devote some years to full-time study at a 
University before starting upon the practical side of 
their profession, 
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view that the withholding of the preference dividends 
of the Dutch company does not establish any claim taking 
priority over the rights of the ordinary shareholders 
in the British company, being due to enemy action 
and not to lack of the necessary funds. Nevertheless 
it has been decided to pass the interim dividend on the 
ordinary stock of the British company (against 4} 
per cent. last year), the board presumably wishing to 
have some indication of the current profits of the 
Dutch concern before fixing their own ordinary dividend. 


Publications 
The Excess Profits Tax and the National Defence 
Contribution. By Cecil A. Newport, F.C.R.A., 
F.T.I.I. Second edition. (English Universities 

Press. Price 8s. 6d. net.) 


Mr. Newport’s work on income tax has been so well 
known to accountants and students for many years 
that they will turn to this book on the newer forms of 
taxation with the expectation of a clear statement on 
an unnecessarily involved piece of legislation. And let 
it be said at once that they will not be disappointed. 
Mr. Newport, however, makes it clear that his work is a 
guide to the provisions of the Acts and that he is unable 
to give more than an indication of the probable effect 
within the somewhat restricted limits in which such 
direction is possible. The provisions relating to the 
alternative methods of charging the two duties are 
explained before dealing with actual computations for 
each class of duty. N.D.C. has been in existence long 
enough for practising accountants to have digested the 
views of the Revenue Authorities as well as the statutory 
requirements, but to students the chapters dealing with 
this part of the subject will be particularly welcome. 
The Excess Profits Tax has already undergone vital 
changes and much uncertainty still exists, particularly 
in relation to the computations of capital, the treatment 
of deficiencies and losses and the treatment of inter- 
connected companies. Mr. Newport refrains from 
anything more than an attempt to outline the pro- 
visions of the Acts in non-technical language, but he 


_ adds useful illustrations to show the application of the 


provisions to given sets of circumstances and figures. 
We find this work definitely useful in the clarifying of 
enactments which have been described as a perfect riot 
of legislation by cross-reference. 


BOOKS RECEIVED 


Loose-leaf War Legislation, 1940. Edited by John 
Burke. Parts 10, 11, 12. (Hamish Hamilton (Law 
Books), Ltd., London, Price 5s. net each part.) 


Compensation Under the Defence Acts. By Regi- 
nald Davey, M.Sc., F.S.L., A.M.T.P.I. (Estates 
Gazette, Ltd., London. Price 4s. 9d. -net.) 


Newport’s Income Tax Law and Practice. Sup- 
plement to Twelfth Edition. (Sweet & Maxwell, 
Ltd., London. Price 2s. 6d. net.) 


Solicitors’ Handbook of War Legislation. Second 
Supplement. By S. M. Krusin and P. H. Thorold 
Rogers. (Sweet & Maxwell, Ltd., Stevens & Sons, 
Ltd., and The Solicitors’ Law Stationery Society, 
Ltd., London. Price 17s. 6d. net.) 
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Society of Incorporated Accountants 


COUNCIL MEETING 


A meeting of the Council of the Society was held at Incor- 
porated Accountants’ Hall on October 29, when the President, 
Mr. Percy Toothill the Vice-President, Mr. Richard A. Witty, 
and other members of the Council were present. 

RESIGNATIONS 

The following resignations of membership were accepted 
with regret, with effect from the dates indicated :— 
December 31, 1939: 

MILNE, CHARLES FREDERIC (Associate), Enniskerry. 
December 31, 1940: 

HawortH, Maurice Francis (Associate), Liverpool. 

SISLING, ALFRED ERNEsT (Fellow), Nottingham. 

TAMBE, MAHADEO RAMCHANDRA (fellow), Bombay. 

DEATHS . 

The Secretary reported with regret the death of each of 
the following members :— 

ADDYMAN, WALTER Louts, O.B.E. (Associate), London. 

BARRETT, EDGAR GEORGE (Fellow), Matlock. 

Bussey, WILLIAM ARTHUR JANES (Fellow), Purley. 

CLARK, CHARLES WILLIAM (Fellow), Bristol. 

CLARKE, JAMES WILson (Associate), Liverpool. 

CLEMENS, WILLIAM (Fellow), London. 

CRABB, ALFRED STEWART (Associate), London. 

DuNCAN, PETER MILNE, O.B.E. (Fellow), Cape Town. 

GILES, SYDNEY Epwarp (Associate), London. 

Hocc, RoBert WILLIAM (Associate), Cape Town. 

HORSFIELD, ALFRED (Fellow), Bury 

KELLER, THOMAS ARTHUR (Associate), Northampton. 

Kerr, JAMES (Asssociate), Liverpool. 

MackKEY, MICHAEL THEODORE ALEXANDER DONALD 

(Fellow), Sydney. 

Murr, ARTHUR HENRY (Associate), Belfast. 

Pates, JAMES Montacu (Associate), London. 

RicHES, Epwarp JouN (Fellow), Norwich. 

WELCcH, SIDNEY FRANCIS (Associate), London. 

- Witpe, LEONARD (Associate), London. 

WixuiaMs, ErRNEst (Fellow), Wilmslow. 


Results of Examinations 
We regret that in the Final Examination results published 
in our last issue, Mr. B. H. Parkin, who was awarded the 
Third Certificate of Merit and Third Prize, was wrongly 
described as Clerk to Mr. L. A. Tomlinson. Mr. Parkin is 
Articled Clerk to Mr. F. A. Prior, Incorporated Accountant, 
Nottingham. 


SCOTTISH BRANCH 


Meeting of Scottish Council 

A meeting of the Council of the Scottish Branch was held 
n Glasgow on October 25th, Mr. R. T. Dunlop presided. 

There were present: Mr. Robt. T. Dunlop, President of 
the Branch; Mr. D. R. Matheson, LL.B., and Mr. P. G. S. 
Ritchie, Vice-Presidents ; Mr. J. Stewart Seggie, Edinburgh ; 
Mr. Fisher Moffat, J.P., Falkirk ; Mr. W. R. Pattullo, 
Dundee ; Mr. W. J. Wood, Perth ; Mr. James C. McMurray, 
Kilmarnock; Mr. J. A. Gough, Mr. Robert Fraser, Mr. 
William Houston, and Mr. Robert Milne, Glasgow; and 
Mr. James Paterson, Secretary of the Scottish Branch. 

A letter was read from Mr. J. Hawthorne Paterson, Hon. 
Secretary of the Glasgow Students’ Society, that it had been 
decided, owing to present conditions and the black-out, 
not to have lecture meetings meantime. 

A number of matters connected with the membership in 
Scotland were reported and consideration given to various 
questions arising out of war legislation. 


PERSONAL NOTES 


Mr. J. Stewart Seggie, F.S.A.A., who retired from the 
post of Chief Accountant to the Department of Health 
for Scotland at the end of October, entered the Civil 
Service in 1912 as Accountant to the National Health 
Insurance Commission (Scotland). Mr. Seggie has, 
therefore, served in three successive Departments 
connected with the Scottish Department of Health. 


Mr. Seggie’s experience has been of great use in dealing 
with the intricacies of the provisions of the legislation 
relating to housing in Scotland, and in 1932, he 
was appointed secretary to the Committee on Local 
Expenditure in Scotland. 

Mr. Seggie, who is a member of the Council of the 
Scottish Branch of the Society, was for some years its 
President and a representative on the London Council, 

Mr. Seggie is succeeded by Mr. John Stirling, B.Com., 
B.L., A.S.A.A., who has for some time past held the 
appointment of Deputy Chief Accountant of the 
Department of Health. 

Messrs. John Potter & Harrison, Incorporated Accountants, 
announce that Mr. J. D. Caine has voluntarily retired from 
the firm. The practice will be continued under the same 
firm name at 22, Birley Street, Blackpool, by the remaining 
partners, Mr. C. D. Harrison, Mr. Harold Denner and Mr. 
Maurice Naylor. 

Messrs. Butterworth, Jones & Burston announce that, by a 
mutual arrangement, the partnership existing between Mr. 
J. B. Butterworth, Mr. A. H. Jones and Mr. V. C. Burston 
has been dissolved with effect from September 28, 1940. 
Mr. J. B. Butterworth and Mr. A. H. Jones are practising at 
7, Castle Street, Bridgwater, and at 8, South Parade, Weston- 
super-Mare, as Butterworth, Jones & Co., and Mr. V. C. 
Burston is practising at 6, King Square (2nd Floor), 
Bridgwater, and at Langport. 

Messrs. Butterworth, Jones & Co. have admitted into 
partnership Mr. W. A. Board, A.S.A.A., and Mr. S. T. H. 
Tarr, A.S.A.A., who have been associated with the firm of 
Butterworth, Jones & Burston and its predecessors for many 
years. P ; 

Messrs. Mundy, Brewer & Johnson, of 3, Wood Street, 
Queen Square, Bath, announce that Mr. H. Brice Mundy, 
who has been a partner in the firm for many years, retired 
from public practice September 30, 1940. The practice is 
being continued by Mr. H. O. Johnson, Incorporated 
Accountant, under the same firm name and at the same 
address. 

Mr. Wilfred Tullett, Incorporated Accountant, has entered 
into partnership with Mr. B. L. Monahan, Chartered Account- 
ant. They will practise under the style of Monahan & Tullett, 
at 38, Regent Circus, Swindon. 

Mr. L. S. P. Walpole, formerly Assistant Borough Treasurer 
of Bethnal Green, has been appointed Deputy Borough 


Treasurer. 
REMOVALS 


Messrs. Rooke, Holt & Co., Incorporated Accountants, 
have removed their offices to 38, Barnhill Road, Wembley. 

Messrs. Edw. Judson Mills & Co. announce that they are 
practising for the time being at 19/21, Hatton Garden, 
London, E.C.1, and also at Ewell. 


INTERNATIONAL CHAMBER OF 
COMMERCE 

The annual meeting of the British National Ccm- 
mittee of the International Chamber of Commerce was 
held on September 17. The chairman, Lord Luke of 
Pavenham, K.B.E., recalled that on the outbreak of 
war the International Chamber decided to maintain a 
skeleton staff at its headquarters in Paris. It was necess- 
ary to havea secondary headquarters in a neutral country, 
and Stockholm was chosen, as the president, Mr. J. 
Sigfrid Edstrom, could more easily control from there. 
The British and French members decided to refrain 
from any active part in the proceedings, but close touch 
was maintained with the American National Committee. 

It was resolved that the organisation of the British 
National Committee be kept in being, to be ready to 
act at once as soon as the opportunity offered. 
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